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§ 1703.24 [Reserved] 

§ 1703.25 Significance of RUS financ-
ing to the total project cost. 

Selection of applications will be 
based on a preference for applications 
requesting RUS financing which will be 
at least equal to 5 percent of the total 
project costs, as determined by the Ad-
ministrator. Projects costs will be 
based on the amount that would be 
spent over the first 2 years after the 
first advance of RUS funds for the com-
ponent or phase of the undertaking for 
which the borrower is requesting RUS 
funds, as determined by the Adminis-
trator. The Administrator may deter-
mine that a component or phase, espe-
cially actions necessary to initiate a 
larger project, constitute a distinct 
project for the purposes of this section. 

§ 1703.26 [Reserved] 

§ 1703.27 Owner’s equity in the project. 
The Administrator may require, as a 

condition to RUS financing, that the 
owner(s) of the project invest equity 
capital if determined to be financially 
necessary, based on an RUS financial 
analysis and sound lending practices. 

§ 1703.28 Maximum and minimum 
sizes of a zero-interest loan or grant 
application. 

(a) The maximum size of an applica-
tion that will be considered for funding 
under this subpart during a fiscal year 
will be 3 percent of the projected total 
amount available for the zero-interest 
loans or grants under section 313 of the 
Act during that fiscal year, rounded to 
the nearest $10,000. This determination 
will be made by the Administrator for 
each fiscal year. 

(b) Regardless of the projected total 
amount that will be available, the 
maximum size may not be lower than 
$200,000. 

(c) The projected total amount avail-
able during a particular fiscal year is 
calculated as the sum of the projected 
amount that will be credited to the 
subaccount during a particular fiscal 
year from the interest differential cal-
culation based on the RUS borrowers’ 
cushion of credit levels at the time the 
Administrator makes the determina-
tion and any amounts appropriated for 

that fiscal year for zero-interest loans 
or grants made under section 313 of the 
Act. 

(d) After the Administrator has de-
termined the maximum size for a fiscal 
year, a notice of the calculation and 
amount will be published promptly in 
the FEDERAL REGISTER.Thereafter, the 
maximum size will remain in effect 
until the Administrator has published 
the maximum size for the next fiscal 
year. 

(e) All unselected applications on file 
at RUS, including both loan and grant 
applications, from the same borrower 
for the same project will be considered 
to be one application in determining 
that the maximum size of the applica-
tion is in accordance with this section. 

(f) The minimum size of an applica-
tion for assistance under this subpart 
that will be considered for funding is 
$10,000. 

[57 FR 44317, Sept. 25, 1992, as amended at 59 
FR 11711, Mar. 14, 1994] 

§ 1703.29 Terms of zero-interest loan 
repayment. 

(a) The Administrator will determine 
the terms and repayment schedule of 
the zero-interest loan to the borrower 
based on the nature of the project and 
approved purposes. Ordinarily, the 
total term of the zero-interest loan, in-
cluding any principal deferment period, 
will not exceed 10 years. The repay-
ment terms the borrower sets on a 
pass-through-loan must equal the 
terms of the loan provided to the bor-
rower unless a written request from 
the borrower to provide a longer 
deferment period, shorter total term of 
the loan, or other benefits is approved 
by the Administrator. 

(b) The Administrator has the discre-
tion to defer the repayment of prin-
cipal up to two years, based on an anal-
ysis of the feasibility of the project. 
Ordinarily, if the Administrator con-
siders the project to be a business ex-
pansion or going concern, the first re-
payment of principal will not begin 
until one year after the date of the 
RUS note. Ordinarily, if the Adminis-
trator considers the project to be a 
start-up project, the first repayment of 
principal will not begin until 2 years 
after the date of the RUS note. Loans 
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must be repaid under terms set forth in 
RUS’s legal documents. 

(c) Unless the Administrator has spe-
cifically approved otherwise, the bor-
rower will be required to repay the 
RUS zero-interest loan in full at such 
time as a pass-through-loan has been 
fully repaid to the borrower. If the bor-
rower uses the proceeds of the RUS 
zero-interest loan to provide pass- 
through-loans to more than one entity, 
this requirement will only apply to 
that portion of the zero-interest loan 
associated with the loan that has been 
fully repaid to the borrower. 

(d) If the Administrator determines 
that, as a result of state law, court rul-
ings, or regulatory commission deci-
sions, it is necessary to ensure that the 
borrower will repay the RUS zero-in-
terest loan, the borrower may be re-
quired to provide an irrevocable letter 
of credit, or another form of guarantee 
satisfactory to the Administrator. The 
letter of credit or other guarantee is to 
be made payable to RUS. The letter of 
credit or other guarantee may not be 
secured by any assets under a RUS and/ 
or Rural Telephone Bank mortgage and 
must be in form and substance satisfac-
tory to the Administrator. RUS must 
receive the letter of credit or other 
guarantee prior to the advance of any 
zero-interest loan funds. 

§ 1703.30 Approval of agreements. 
(a) The Administrator must approve 

any agreements between the borrower 
and the owner(s) of the project, those 
undertaking the project, or any inter-
mediary that will re-lend or transfer 
the proceeds of the RUS funds, that the 
Administrator deems necessary. 

(b) Borrowers must obtain the Ad-
ministrator’s approval of any loan, 
grant or security agreement, mortgage 
or note between the borrower and the 
owner(s) of the project, those under-
taking the project or any intermediary 
that will re-lend or transfer the pro-
ceeds of the RUS funds, prior to the ad-
vance of RUS zero-interest loan or 
grant funds to the borrower. The bor-
rower must receive the Administrator’s 
approval of the final draft version of 
the documents prior to their execution. 

(c) Borrowers must obtain the Ad-
ministrator’s written approval prior to 
revising or amending any loan, grant 

or security agreement, mortgage or 
note that has been reviewed and ap-
proved by the Administrator pursuant 
to paragraph (b) of this section. Addi-
tionally, the borrower must obtain the 
Administrator’s written approval prior 
to executing, revising or amending any 
other agreement, in connection with 
the project, between the borrower and 
the owner(s) of the project, those un-
dertaking the project or any inter-
mediary that will re-lend or transfer 
the proceeds of the RUS funds. 

(d) The borrower and the owner(s) of 
the project, or those undertaking the 
project, should make agreements and 
prepare documents in accordance with 
all applicable laws. 

(Approved by the Office of Management and 
Budget under control number 0572–0090) 

[57 FR 44317, Sept. 25, 1992, as amended at 59 
FR 11711, Mar. 14, 1994; 59 FR 38341, July 28, 
1994] 

§ 1703.31 Transfer of employment or 
business. 

The project must not result pri-
marily in the transfer of any existing 
employment or business activity from 
one area to another. 

§ 1703.32 Environmental requirements. 

(a) Prospective recipients of zero-in-
terest loans or grants should consider 
the potential environmental impact of 
their proposed projects at the earliest 
planning stage and plan development 
in a manner that reduces, to the extent 
practicable, the potential to affect the 
quality of the human environment ad-
versely. 

(b) Application for zero-interest loans or 
grants for project feasibility studies. For a 
proposal to fund a project feasibility 
study, the only environmental infor-
mation normally required is whether 
or not the proposed project being stud-
ied or analyzed will be located within 
an area protected under the Coastal 
Barrier Resources Act (16 U.S.C. 3501 et 
seq.) Generally, the use of Federal 
funds to promote development on 
coastal barriers is strictly limited by 
the Coastal Barriers Resources Act. 

(c) Application for zero-interest loans or 
grants for a project that is not considered 
project feasibility studies. (1) The Admin-
istrator will review support materials 
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